EDEN ENTERPRISES (M) BERHAD (36216-V)
(Incorporated in Malaysia)

NOTES TO THE INTERIM FINANCIAL REPORT
FOR THE FIRST QUARTER AND 3 MONTHS ENDED 31 MARCH 2003

1.
Accounting Policies And Methods Of Computation


The interim financial report are unaudited and have been prepared in accordance with the requirements of MASB 26: Interim Financial Reporting and paragraph 9.22 of the Listing Requirements of the Kuala Lumpur Stock Exchange (“KLSE”)

The interim financial statement should be read in conjunction with the audited financial statement of the Group for the financial year ended 31 December 2002. These explanatory notes attached to the interim statement provide an explanation of events and transactions that are significant to an understanding of the changes in the financial position and performance of the Group since the financial year ended 31 December 2002. 

The same accounting policies and methods of computation are followed in the quarterly financial statements as compared with the annual financial statement for the year ended 31 December 2002 except for the adoption of MASB 25 to MASB 30 which become effective for the financial year end 31 December 2003.

2.
Auditors’ Report on Preceding Annual Financial Statements

 
The annual financial statements of the Group for the year ended 31 December 2002 were reported with an “except for” qualification.


The group’s auditors while forming an opinion that the financial statement of the Group and the Company have been drawn up in accordance with the provisions of the Companies Act 1965 and applicable Approved Accounting Standards in Malaysia so as to give a true and fair view of the financial position of the group, made a qualification to their report in reference to the qualification made by the auditors of a subsidiary company. The auditors of Hainan Eden Underwater World Co. Ltd differ in the opinion with a prior year adjustment for provision of impairment in value of the assets amounting to RM 7,578,842. The Directors are of the opinion that certain terms of the “Land Use Rights” held by the subsidiary indicate a possibility that the net carrying value may have become impaired. While the auditors of the above subsidiary differ in their opinion as they are of the opinion that there were indications that the land is not considered idle such that the local authorities shall not repossess the land. 

The differences in opinion between the Directors and the auditors have not been resolved as there is no confirmation from the local authority that they will not revoke the land use rights although the earlier documentation on the land indicate a possibility that the Land Use Right can be revoked by the authorities. 

3.
Comments About Seasonal or Cyclical Factors 

There is no seasonal or cyclical effect on the infrastructure and energy division. However the performance of manufacturing division is effected by long festive holidays like the Chinese New Year where demand is drastically reduced. While the food & beverages and the leisure division are generally dependent on major festive and holiday seasons but it is also subjected cyclical economic factors.
4.
Nature and amount of items affecting assets, liabilities, equity, net income, or cash flows that are unusual because of their nature, size, or incidence.


There were no unusual items during the current quarter under review of which the nature, size, or incidence of the transactions will materially affect the assets, liabilities, equity, net income, or cash flows of the Group except for the additional cost incurred in relation to the relocation of the corporate office to Petaling Jaya. 

5.
Material Changes in Estimates

There were no major changes in accounting estimates used in the preparation of the financial statements in the current financial quarter as compared with the previous financial quarters or previous financial year. 

6.
Issuance, cancellations, repurchases, resale and repayments of debts and equity securities

There were no issuance and repayment of debt and equity securities, share buy-backs, share cancellation, shares held as treasury shares and resale of treasury shares for the current financial period to date.
7.
Dividend Paid

There were no dividend paid to the shareholders for the current financial period todate.

8.
Segment Information












By Business Segment













Profit / (Loss)






Gross assets

Revenue
before taxation






RM'000

RM'000
RM'000



Power Generation

Manufacturing

Investment and management
270,259

30,866

86,158

23,381

3,553

325
2,305

(155)

(1,350)



Food and beverage

33,851

8,359
(287)



Property development
7,921

151
(35)






429,055

           35,768
478



The activities of the Group are predominantly carried out in Malaysia, as such, segmental reporting by geographical location is not presented.

9.
Valuation of property, plant & equipment

The valuations of property, plant and equipment have been brought forward without amendment from the previous annual financial statement.

10.
Material events subsequent to the end of the interim period 

           There were no material events subsequent to the end of current quarter.

11. Composition Of The Group


The were no changes in the composition of the Group during the quarter. 

12.
Contingent Liabilities





There were no changes in contingent liabilities or contingent assets since the last annual balance sheet as at 31 December 2002.

13.
Capital Commitment

The amount of commitments for the purchase of property, plant and equipment not provided for in the interim financial statements as at 31 March 2003 is as follows









 RM ‘000

Approved and contracted for



                  3,698

           







=======

14. Review of Performance of the Company and its principal subsidiaries

The revenue as compared to the previous quarter has been reduced by 12% to RM 35,768,273 from the 40,126,000 in the preceding quarter. The food and beverages division recorded lower revenue of RM 8,706,000 as compared to the previous quarter of RM 11,542,000 as a result of the closure of the operations that are contributing losses to the group as well as reduced sales in some of the outlets that has been effected by the reducing number of tourist.

At the same time the revenue derived from the manufacturing division is lower as compared to the preceding period due to the recognition of only 2 months results in view of the division adopting a different financial year end. The differences is however will be regularized at the year end.  
15. Comments on Material Change in Profit Before Taxation

The Group’s profit before taxation for the current quarter ended 31 March 2003 of RM 478,471 represent an increase of 9,057,000 or 102% from the previous quarter ended 31 December 2002 of losses of 8,579,000. The profit is mainly through the contribution of the new assets of the group namely the Power Generation Plant. However the profit has been used to absorbed losses of the Food and Beverages division and the manufacturing which has been affected by the effect of the Iraq War.  
16. Current Year Prospects

In the light of the expected downward review of the National GDP arising from effect of the Iraq War and the SARS epidemic, the Group anticipates a lower revenue for the remaining part of the year. 

In the Power Generation sector, revenue is expected to expend marginally as demand for the electricity in Sandakan Sabah is expected to remain stagnant but will be improved by anticipated completion of the Sabah State East Coast Grid in July 2003 will lead to the company’s power plant supplying its electricity to Tawau and Lahad Datu.

The post Iraq War period is expected to see an improved demand for the group’s electrical product. Where certain percentage of the sales are made to the Middle East, the distributor from those region is expected to rebuilt the stock of our product.

The Food and Beverages Sector as in other Tourist related business is very much affected by the SARS outbreak. While the sales are expected to be reduced, the group is taking a pro-active action to reduce its operating cost thus to enable its operations to reduce losses.

17. Variance from Forecast Profit and Profit Guarantee

This is not applicable to the group.

18. Taxation


Taxation comprises :-




Year 2003

Year 2002





Current
3 months

Current 
3 months





Quarter 
Cumulative 

Quarter
Cumulative





Ended
To Date

Ended
To Date





31 March
31 March

31 March
31 March





RM'000
RM'000

RM'000
RM'000



Corporate Taxation




         
        



- current year provision
           65
65

         110


110



- under/(over) provision  

  in respect of prior years

Deferred taxation
            -

            -
-

-

            -
           -












Share of taxation of 

Associated company

           -
-

 -
-





          65
65

110
110













Provision for taxation for the current quarter and financial year is calculated based on the taxable profit attributable from certain profit making subsidiaries.


The effective tax rate of the Group is higher than the statutory rate of taxation principally due to losses of certain subsidiaries that cannot be set off against profits made by the other companies in the Group as no group relief is available.

19. Profits on Sale of Unquoted Investments and/or Properties


There were no sales of unquoted investments and properties except for the disposal of an idle factory building by a subsidiary company, Time Era Sdn Bhd at loss of RM 188,000.  
20. Purchase or Disposal of Quoted Securities


(i) 
There was no purchase or disposal of quoted investments for the quarter ended 31 March 2003; and


(ii)
The Group does not hold any investment in quoted securities as at 31 March 2003.
21. Corporate Proposals

a. Status of Corporate Proposals

All corporate proposals announced have been completed except for the restricted offer for sale of 7,253,000 ordinary shares of RM 1.00 each by Serata Padu Sdn Bhd to the nominated public investors to be approved by the Securities Commission (“SC”). Extension period has been granted by SC for another five (5) months up to 25 August 2003 to complete the exercise.

b. Status of Utilisation of Proceeds

The proceeds from the issuance of the rights issue of 48,600,000 right shares has been applied in full towards the settlement of indebtedness to the lenders as stipulated in the debts settlement scheme. 
22.
Group Borrowings

Group borrowings and debt securities as at 31 March 2003 all denominated in Ringgit Malaysia are :-








RM'000



(a)   Short term borrowings








Unsecured



















Secured




17,674



















17,674



(b)   Long term borrowings








Unsecured



















Secured




170,126



















170,126












23.
Off Balance Sheet Financial Instruments

There were no financial instruments with off balance sheet risk during the current quarter ended 31 March 2003.

24.
Material Litigation 
i) On 29 May 2000, Cur (Far East) Sdn Bhd (“Cur”) was served with a letter of demand by LKE Electric (M) Sdn Bhd (“LKE”) on the basis that Cur had defame and disparage LKE and had acted maliciously by sending a letter to LKE’s former parent company, LK Denmark, pertaining to a product identified as Neozed Doz Fuse 35 Amp (“the product”) marketed by LKE (“the letter”). The solicitors of LKE had demanded on behalf of their client an apology and an unstipulated sum as compensation for the substantial and grave damage caused by Cur in relation to the contents of the letter. In response, Cur’s solicitors had replied in their letter dated 6 June 2000 explaining that the letter was merely to seek information from LK Denmark as the manufacturer of the product and that there was no malicious intent on the part of Cur. 

Thereafter, LKE had filed a suit in the High Court of Kuala Lumpur under Suit No. S2-23-34-2000 naming Mr. Lew Min Fatt (“Lew”) as the First Defendant and Cur as the Second Defendant for the sum of Ringgit Malaysia Five Million (RM5,000,000.00) for exemplary and aggravated damages and interest thereon at the rate of four per cent (4%) per annum. Subsequent thereto, Cur’s solicitors filed a Defence on behalf of Lew and Cur as well as an application to strike out LKE’s suit on grounds that the suit is scandalous, vexatious and frivolous. The application was subsequently heard and dismissed by the Court. LKE proceeded to fix the suit for trial whereas the Defendant has filed in an application for security for cost. On 1 August 2002, this application was dismissed by the Court.

It is the opinion of Cur’s solicitors that Lew and Cur have a good chance in defending the suit for the reason that no defamatory remark was made of LKE, there was no publication of the remark to the public and that if there was any remark made it was not defamatory. The suit is also fixed for case management on 18th April 2004.

ii) On 20 June 2001, a writ of summons was filed in the Shah Alam High Court under   Suit No. MT1-22-413-2001 wherein Mr Ting Kam Cheong (“Ting”) and NES Electric (M) Sdn Bhd (“NES”) were named as the 1st and 2nd Defendants respectively (“Ting and “NES” are hereinafter referred to collectively as “the Defendants”) by the Plaintiffs, LKE Electric (M) Sdn Bhd and Mr. Soh Kim Wat @ Soh Kim Leng for the defamatory statements made by the Defendants against the Plaintiffs during an exhibition on 11 May 2001. The Plaintiffs are inter-alia claiming for the sum of RM1,500,000 as aggravated and exemplary damages with interest at the rate of 8% per annum calculated from the date of judgement to the date of full realisation and cost. The Defendants are defending the suit on the grounds that they have been misquoted and/or that the defamatory statements were never made and the outcome of which, in their solicitors opinion, depends on the proof or evidence produced by the Plaintiffs during trial and in the event the Defendants are found liable the amount awarded, which is at the Court’s discretion would not amount or exceed the sum claimed by the Plaintiffs.

The Defendants have filed in an application for security for cost which was heard on 24 May 2002 and 7 July 2002 which was subsequently dismissed by the Court. The Court has now fixed a mention date for the third and final  case management on 18th April 2004.  
25.
Dividend


No dividend has been declared for the financial quarter ended 31 March 2003.

26.
Earning/(Loss) Per Share

The basic  earning  per  share  of  the Group after taking  into account  the  Acquisition  and  Capital  Reduction  Exercise  is  calculated by dividing the net profit of the financial period by the weighted


average number of ordinary shares of  RM1.00 as follows :











For financial quarter

           ended

    31 March 2003
For financial quarter

          ended

  31 March 2002



RM

RM





Consolidated Profit/(Loss) after tax and 

Minority Interest (MI)
(A)
463,698                               

(1,777,254)











Weighted average number of ordinary  







shares in issue 
(B)
214,355,271 

39,999,000   











Basic earning per share (sen)
(A/B)
0.22  

(4.44)   











Diluted Earning per Share















The diluted earning per share of the Group is calculated by dividing the net profit for the financial period 

by the weighted average number of ordinary shares and ICULS  in issue 















  For financial quarter 

            ended

    31 March 2003 
 For financial quarter

            ended

     31 March 2002 



RM



RM



Profit after tax and MI
(A)
463,698                              

-   











Weighted average number of shares in issue
(B)
214,355,271

-   











Weighted average number of ICULS in issue

76,000,000 

-   











Weighted average number of shares in issue
(C)
290,355,271 

-   











Diluted earning per share (sen)
(A/C)
0.15  

-   











27. Authorisation for issue

The interim financial statements were authorized for issue by the Board of Directors in accordance with resolution of the directors on 20th May 2003.


By order of the Board.

 
Date : 
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